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FOREWORD 


In any period of time the volume of investment made by private enterprise 
in structures and equipment, and in goods in stock, is one of the significant 
determinants of the level of income and employment in the country as a whole. 
It is not the only determinant of these important levels. The volume of exports 
in the period, the amount of consumer expenditures and of Government expendi- 
tures likewise create income and employment. All these determinants have 
to be given close attention by any person or group concerned with the interpreta- 
tion of current or foreseeable economic trends. But in a system motivated 
largely by private enterprise, special attention has to be devoted to the volume 
of what may be termed “private investment.’’? Men in business or in govern- 
ment, whose job involves them in interpreting current economic conditions, are 
therefore interested in discovering the intentions of enterprises with respect to 
their new investments in structures and equipment, and in inventories. 


As part of its concern with the levels of income and employment, the 
Economic Research Branch of the Department of Reconstruction and Supply 
instituted a survey in the spring of 1946, designed to reveal the investment 
intentions of a wide and representative group of business enterprises during the 
calendar year 1946. The group included: manufacturing, mining, woods 
operations, banking, public utilities (both private and publicly owned), wholesale 
establishments, departmental and chain retail stores and chain theatres. This 
report summarizes the results of the inquiry and indicates particular qualifications 
that have to be borne in mind in interpreting the results. The tabular material 
shown in Section III includes all economic groups covered except commercial 
establishments. Since only a part of the latter group was covered the limited 
results obtained were used in arriving at an independent estimate of expenditure 
on new durable assets for all commercial enterprise. Independent estimates 
were also made of capital outlay by agricultural enterprise, by institutions, and 
by individuals and companies for housing. 


This report is presented in three sections. The first deals with the concept 
and definitions of investment expenditures. It also provides information on 
the coverage, sources, and interpretation of the survey. The second section 
contains a factualsummary. It deals with the role of investment in the economy, 
and shows the anticipated investment for the calendar year 1946. The third 
section provides the tabular material embodying the results of the survey. 


To be of full value to business or to government, it is desirable that this 
forecast of investment expenditures on structures and equipment should be 
available early in the year. This inquiry into investment intentions, initiated 
in 1945 and considerably increased in scope in 1946 has to the present time been 
in the organizational stage and certain delays in collecting, checking and sum- 
marizing the material proved inevitable. It is being released at this late date 
in the year in response to requests for detailed information that have followed 
on earlier press release of the main figures. 


Future surveys of this kind would be made available to the public early in 
the year to which the forecast applied. To do this, we should be dependent, 
as always, on the co-operation of the firms that provide the basic data. 


STEWART BATES, 


Director-General, Economic Research Branch, 
Department of Reconstruction and Supply. 
OTTAWA, 


September, 1946. 
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SECTION I. DEFINITION, CONCEPT AND COVERAGE 


1. Classification of Business Expenditures 


Business enterprises make purchases of a great variety of both tangible and 
intangible properties and services. These include outlays for the acquisition of 
plants and of machinery and equipment, purchase of materials, payment of 
salaries and wages, rents, insurance premiums, interest, dividends and all other 
expenses connected with the operation of a business. These expenditures may 
be classified in a great number of ways depending upon the purpose to be served. 
Business accounting classifications which are designed largely to meet the needs 
of individual concerns in their business operations, will vary from those necessary 
for analysis of economic behaviour in the country as a whole. Thus, if one is 
interested in capital outlay from the point of view of the employment creating 
effects of the expenditure, it would be necessary to omit purchases of land or 
old buildings and equipment since such purchases involve only the transfer of 
ownership of an existing asset. On the other hand, for the operations of an 
individual business, in its purchases of capital equipment, it makes no difference 
whether a machine is currently produced or purchased from someone else who 
had previously been using it, as long as the same productive capacity is attained 
for the same cost. 


The survey of business intentions which forms the basis of this report 
involves the separation from other business costs, first, of capital expenditures 
and secondly, of repair and maintenance expenditures, each subdivided into 
outlay for plant and other structures and for machinery and equipment. The 
purpose of this broad classification is to permit the examination of types of 
expenditures which are of particular significance to the interpretation of economic 
behaviour. Fuller explanation as to what is included in capital and in repair 
and maintenance expenditures and of their importance for economic analysis 
is provided in the subsections which follow. 


2. Definition of Capital, Repair and Maintenance Expenditures 


Capital expenditures on durable physical assets are herein defined as outlays 
which create, replace or improve buildings and other structures, machinery and 
equipment. Such expenditures are made to add to or replace productive 
equipment designed to render economic service in the future. At the time of 
acquisition, a major expenditure is made but further capital outlay on the 
particular item generally remains small until replacement becomes necessary, 
or further addition and improvement is made. In addition to expenditures on 
new capital equipment (whether additions or replacements) and on major 
improvements, outlays are made for repairs and maintenance of durable physical 
assets. The latter type of expenditure is made on a recurrent basis designed to 
maintain capital equipment over the period of time during which it is rendering 
economic service. The distinction between capital and repair and maintenance 
expenditure is real enough when the purposes for which the expenditures are 
made is taken as the determining criterion. Accounting practice has allowed 
for this fact by setting up separate accounts: “fixed assets account” and “‘repair 
and maintenance account.’’ But the distinction between these two types of 
expenditures becomes less pronounced when their behaviour over a period of 
time is examined or their impact on the industry creating or servicing durable 
physical assets is assessed. 


As past, experience indicates, outlays on capital assets have varied sub- 
stantially from one period of time to another because the durability of these 
assets made it possible to postpone or accelerate expenditures for replacement, 
additions, or innovations. The behaviour of repair and maintenance expendi- 
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tures on capital assets has been somewhat similar, though their variability is less 
pronounced as between the up and down swings of business. Both types of 
expenditures have differed greatly from the behaviour of consumer’s outlay 
which has undergone less violent fluctuations (see subsection 3 below). 


Capital expenditure and repair and maintenance expenditures generally 
affect similar industries and trades. For example, a firm requiring a new factory 
chimney will probably buy the materials from a brick yard. When it needs to 
repair the chimney, the new materials may come from the same yard, and the 
same bricklayer who helped build the original chimney may be called in to 
repair it. In both instances, expenditures will mean orders to the same industry 
(if not to the same firm) and wage payments to the same trade. ‘Thus capital 
expenditures differ from repair and maintenance expenditures mainly in their 
purpose and in the degree of variation, and they differ little in the nature of 
behaviour or in their impact on various industries and the labour force. 


For the purpose of the survey of capital, repair and maintenance expendi- 
tures by business enterprises which forms the body of this report, the following 
definitions were used although they were set out in varying forms designed to 
suit the different types of enterprises covered. 


Capital Expenditures were defined as outlays for new buildings, other new 
structures and new equipment. Business enterprises were asked to report gross 
expenditures to be made on all additions, replacements and major alterations 
charged during the year to fixed assets account. Purchases from persons outside 
the business and value of work done on force account, that is work undertaken 
by a business with its own working force, were included. Expenditures for 
equipment and structures acquired during the year were included in total 
whether they were to be paid for in full in 1946 or by instalment. Equipment 
and structures installed or erected in previous years to be paid for in 1946 were 
excluded; so were expenditures made for old buildings or other structures or 
used machinery and equipment which were purchased from others during 1946. 
The purchase of land, since it involves only a transfer of property and not the 
production of a capital asset, was not included. Business enterprises were also 
asked to include capital expenditures to be met out of receipts from insurance 
claims for fire and other damage to plant and equipment. ‘‘Expenditures” were 
defined to include total costs of the capital asset. Thus the firms were asked 
not only to report the amount paid to or due to the seller but also installation 
costs and other costs properly chargeable to capital. Total capital expenditures 
were separated into outlays on new construction and outlays on new machinery 
and equipment. 


(a) New construction includes the erection, major alterations and improve- 
ments to all types of structures used in the business. This covers 
buildings, mines, tracks, roads, docks, transmission lines, blast furnaces, 
aerial towers, etc. Elevators, heating and ventilating equipment, etc., 
forming an essential part of building, mines or other fixed structures 
are also included. , 


(b) Expenditures for new machinery and operating equipment include the 
installed cost of all new motors, lathes, punch presses, cranes, pneumatic 
drills, generators, electrical apparatus, printing presses, cement mixers, 
automobiles, trucks, railroad rolling stock, office fixtures, furniture, 
typewriters, billing machines and other movable equipment. 


Repair and Maintenance Expenditures were defined as outlays for repairs 
and maintenance to buildings and other structures and to machinery and equip- 
ment. Business enterprises were asked to include the value of repairs done by 
their own workers as well as payments to persons outside their business. The 
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value of all materials, wages, salaries, and other items involved in this type of 
work and charged to repair and maintenance account was to be included. A 
separation of expenditures into those made for repairs and maintenance to 
buildings and all other structures and for repairs and maintenance to machinery 
and equipment was provided. 


3. Significance of Capital, Repair and M aintenance Expenditures 


Income to factors of production as well as employment arise out of expendi- 
tures on goods and services. The national aggregate of expenditures on all final 
goods and services, measured by the volume of sales of these goods and services, 
at market prices, to all sections of the community, is called Gross National 
Expenditure. This includes gross investment at home and abroad by private 
individuals and companies and by public utilities and governments, public 
expenditures on goods and services, and personal expenditures on goods and 
services. 


Capital expenditures made by business enterprise make up a large portion 
of gross investment and therefore, particularly in years of high income, con- 
stitute a significant portion of the aggregate expenditures which determine 
economic activity. There is a further factor which gives to capital expenditures 
an added significance out of proportion to their actual size. Since they involve 
expenditure that will yield a return only in the future, past experience shows 
that capital outlay by the nation as a whole has been subject to extensive changes 
from one year to another. Because of this variability the level of investment 
expenditures becomes one of the most important of the dynamic factors affecting 
the level of employment and income in a country. As a consequence, a forecast 
of investment expenditures is one of the essential prerequisites for any analysis 
of general economic conditions as they are likely to develop for a period in the 
future. 


Repair and maintenance expenditures do not constitute a separate com- 
ponent of Gross National Expenditure although along with other operating 
expenses they enter into the cost of finished goods and services. Nevertheless, 
these expenditures do possess a distinctive type of behaviour which, as has been 
noted in a previous section, is in some cases similar in nature though less marked 
in degree to the variability which characterizes capital expenditures. For this 
reason repair and maintenance expenditures also may be of consequence for any 
study of national income behaviour. 


Apart from constituting a significant portion of Gross National Expenditure, 
capital expenditures are also of special importance for the production process 
itself. The productive capacity of the economy depends in large measure on 
the capital equipment available for use in the productive processes. The 
addition of capital to the already existing stock increases the productive capacity 
of the economy for future periods; it is important that investment be maintained 
in order that economic advancement be continued. Further, as new techniques 
or processes are developed, the only way they can be introduced may be through 
large capital expenditures. 


The meaning and importance of measuring gross investment and the various 


components of which it is made up are discussed in detail in a study entitled 
‘Public Investment and Capital Formation.’ 


(1) Public Investment and Capital Formation, a Study of Public and Private Investment Outlay, Canada, 1926-1941, 
Dominion-Provincial Conference on Reconstruction, Ottawa, August, 1945. 


8 


4. Components of Gross Investment 


To appraise the significance of data on investment for business and other 
purposes, provided in Sections II and III, some indication of the various com- 
ponents that make up gross investment is desirable. A listing of the major 
components illustrating a range of possible definitions and a delineation of ie 
items measured in this report are given in Schedule A. 


The term investment expenditure has been used to apply to a wide variety 
of outlays. However, from the point of view of the effect of investment on the 
level of economic activity, investment expenditures made for the acquisition or 
replacement of physical capital are the most important. Physical capital is of 
two kinds. 


The first which includes durable physical assets, in the form of plant and 
equipment, is used in substantially the same form for an extended period of 
time. It does not undergo physical transformation into other goods in the 
period in which it is being used and it does not become a physical part of the 
final commodity produced. 


The second type of capital comprises stocks of goods which are necessary 
for the productive processes but which are not yet in the physical form or in the 
location in which they will finally be used. They include such things as inven- 
tories of raw materials, work-in-progress and finished consumer and producer 
goods not yet in the hands of the final purchaser. 


With these basic definitions in mind the meaning of the components listed 
in Schedule A becomes apparent. Outlay on physical durable assets is made by 
business enterprises (Item 1) including industry, commerce, finance and agricul- 
ture and by public utilities (Item 2), both privately and publicity owned, includ-— 
ing transportation (air, water, rail and motor), communication (telephone, 
telegraph and broadcasting), light and heat (electricity, gas and steam). The 
sum of these comprises all capital goods’ outlay by business enterprises for 
productive purposes (Item 3). Capital expenditures for other than productive 
purposes are made by private institutions (Item 4) including hospitals, charitable 
and religious institutions and by private individuals and companies for the 
construction of houses (Item 5). 


If Items 3 to 5 are added, investment in durable physical assets, excluding 
direct government investment (Item 6) is obtained. This report is confined to 
the measurement of the six items mentioned above. If direct government 
capital expenditure (Item 7) is added, total investment in durable physical assets 
(Item 8) is arrived at. Combining this item with changes in inventories (Item 9) 
gross domestic capital formation (Item 10) is yielded. 


In addition Canadians may invest or disinvest in foreign assets. Through 
the sale of services and commodities to other countries Canadians receive income 
from abroad. Through the purchase of goods and services from abroad they 
dispose of part of their income. Foreign net investment, the increase in foreign 
assets, is the difference between these receipts and expendi The addition 
to domestic capital formation of net foreign investment or disinvestment (Item 
11) provides the quantity already referred to as gross investment (Item 12). 
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SCHEDULE A.—COMPONENTS OF GIhtOSS INVESTMENT 


Item No. Type of Expenditure 
1 Business enterprises (industrial, commercial, financial and agricultural) 
2 Public utilities (privately and publicly owned) 
3 All business enterprises (Items 1 and 2) 
4 Institutions. (hospitals, charitable and religious institutions, etc.) 
5 Residential buildings 
6 Tnvestment in durable physical assets, excluding direct government investment (Items 3 
O 

4 Direct government investment 
8 Total investment in durable physical assets (Items 6 and 7) 
9 Changes in inventories (business and farm) 

10 Gross domestic capital formation (Items 8 and 9) 

11 Net balance of international payments, current transactions 

12 Total gross investment (Items 10 and 11) 


@ Items 1 to 6 are measured in this report. 


5. Coverage and Sources of Survey 


The survey of business intentions of major business enterprises was under- 
taken early in 1946. A questionnaire asking for a forecast of their own repair 
and capital expenditures during the calendar year 1946 was sent to 10,960 
manfacturing establishments, all with production exceeding $50,000 annually.” 
Also included in the survey were 2,470 enterprises in mining, woods operations, 
banking, central electric stations, telephones, broadcasting, steam and electric 
railways, air and water transport and motor carriers. Of the total of 13,430 
establishments canvassed in these industrial groups, 11,830 returns were received, 
providing a coverage of about 88 per cent. 


To obtain complete coverage of all major establishments, estimates were 
made for the remaining 12 per cent on the basis of the relation of the gross value 
of production in 1944 of the non-reported enterprises to gross value of production 
in all establishments canvassed. Thus, investment intentions of a major section 
of Canadian industry were obtained (see Item 6 in Summary Table 2, page 14). 
Independent estimates were prepared of manufacturing establishments with 
production of $50,000 or less annually, of new firms not covered by the survey 
(Item 7), of construction, commercial and financial enterprises (excluding bank- 
ing), and of farming (Item 8). These groups added to Item 6, yielded capital 
expenditures by all business enterprises (Item 9). The figure given under this 
heading is comparable with Item 3 listed in Schedule A. 


The data on gross national expenditures referred to in Section II are taken 
from National Accounts, Income and Expenditure, 1938-1945, Dominion Bureau 
of Statistics, Ottawa, April, 1946 and the data on gross investment from Public 
Investment and Capital Formation (op. cit.). 


) Manufacturing establishments with a gross value of production exceeding $50,000 annually made up 97 per 
cent of the total output in 1944. 
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6. Interpretation of Survey 


The survey is of business intentions, the firms reporting these intentions 
early in the year. In some instances firms may not have quite crystallized their 
complete investment programmes at the beginning of a year and may therefore 
be unable to state their intentions. But since capital expenditures, particularly 
on structures and large installations, require advance planning and preparation, 
most firms are likely to be able to give a close approximation to their investment 
intentions early in the year. The seasonality of Canadian construction (and 
transport, etc.) also suggests that the year’s plans are possibly made early, and 
that statements of these plans will give a good indication of investment intentions 
for that year. The seasonality of construction, etc., gives rationale to the method 
of assessing intentions for a calendar year period: construction in most parts of 
Canada is not a continuous process, and the measurement of investment inten- 
tions by calendar years is therefore somewhat less objectionable than it would 
be in regions with continuous construction. 


In showing investment intentions by industries or areas, there is a definite 
limit to the details of classification that may be shown by this report. The 
details must not be such that any firm can gauge the investment intentions of 
any one competitor. 


The réport shows the intentions in a given year. But many conditions may 
arise during a year to defeat these intentions. The actual investment made by 
a firm may exceed or fall short of the initial, stated intentions, and in some 
instances the discrepancy between intention and realization may prove to be 
large. As time passes, and if these surveys are continued, the degree of dis- 
crepancies between investment intentions and actual outlays will become evident, 
and they will differ between industries (and therefore areas) according to the 
complex of conditions that has operated from year to year. In interpreting 
the gross totals, or in making comparisons between industries (or areas), careful 
attention must be given to the conditions that cause intentions to be breached 
or observed. 


In interpreting the intentions of business enterprises, account has to be 
taken of the structural, dynamic and behaviouristic conditions in the economic 
system at the time. Some illustration of the complexities follow: A firm’s 
intention to make a certain investment in a given year depends on its outlook 
as to the future of business in general (perhaps for some years ahead if the 
investment is large), the prospects in its own industry, and its own particular 
competitive position within that industry. Two competitive firms may have 
similar assumptions as to the future of trade generally and of their own industry, 
although they may each react differently and would plan differently. In most 
instances, however, their information or foresight will not be similar, so that 
their assumptions about the future will not be homogeneous. This creates some 
logical difficulty about adding together intentions so differently reached. The 
better informed the firms are about trends, the more homogeneous will be their 
basic assumptions, and the less serious the logical difficulty. But it follows 
that the investment intentions of industries characterized by well-informed 
managements mean something different from those stated by industries whose 
managements are short or narrow in views. Likewise, industries that are highly 
integrated, that can ‘‘mechanize”’ the introduction of new processes derived from 
research, etc., are able to state intentions more firmly than industries of small 
firms, or industries that are going through either rapid development or decline. 
A slight change in business generally is likely to create in the latter type of 
industries wider discrepancies between the January intentions and the realized 
acts by December. In the former, highly integrated type of industry with only 
a few firms, while their views may be longer and the investment more ‘“‘mech- 
anized”’ in application, the actions of one firm can so greatly affect a second that 
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both intentions and actions have to be modified according to, not only general 
trade conditions, but also the unfolding actions of the competition. 


In a more general way, as in recession times and in periods of industrial 
strife, general conditions can emerge to alter intentions (and actions) in the 
course of the year. If conditions are reasonably stable, the forecast (or sum- 
total of intentions) may approximate the actual fulfilment, except where there 
has been general over- or under-estimation of prospects. Or again the costs of 
the actual construction and machinery, etc. may during the year, prove to be 
different from the estimates as shown in the original intentions, by reason of 
errors in costing, changes in prices, etc. Changes in the basic conditions can 
of course change intentions or disrupt actions, probably unequally as between 
industries, and also in total. Given any such changes in general conditions, 
especially sudden changes, the intentions may not be realized before the year- 
end; in depressions, errors of forecast may appear in a large proportion of the 
industries; in minor recessions, they may appear mainly in the industries 
immediately affected by the changed situation. Likewise in prosperity condi- 
tions, the intentions may understate the investment likely to be undertaken, 
particularly if the prosperity is associated with the emergence of new firms that 
have been missed in the survey. ‘To overcome such difficulties, special allow- 
ances have to be made to include investment outlay of this kind. 


It is these, and other considerations, that require careful appraisal when 
trying to interpret the results of a survey of this kind. Its value therefore is 
less for itself alone, than as an additional indication to be used along with other 
relevant data in trying to appraise the economic situation as a whole. 
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SECTION II. FACTUAL SUMMARY 


1. The Role of Investment Expenditures in the Economy 


Gross investment in Canada has varied greatly during the inter-war period. 
It rose continuously during the latter part of the ’twenties reaching a peak of 
$1,280 millions in 1928. But by 1933, gross investment had dropped to less 
than 15 per cent of the peak of 1928, involving outlays of not more than $143 
million. The latter part of the ’thirties saw a gradual increase. When gross 
investment again reached the billion dollar mark in 1939, it did not involve an 
expenditure larger than that made in 1926. National income and the level of 
employment during that period varied greatly too, though the relative flucuta- 
tions were not as substantial as those of gross investment. 


The commencement of World War II brought a great upsurge in economic 
activity. Gross national expenditure, which was about $5-5 billion in 1939 
was more than doubled in six years of war with a peak of $11-8 billion in 1944 
and only a slightly lower level of $11-4 billion in 1945. During the war years 
investment outlay in durable physical assets which comprises a major portion 
of gross investment increased substantially, mainly due to large outlays for war 
plants and installations. The Dominion Government’s war investment program 
in plant and equipment for the calendar year 1940 was estimated at $153 million, 
reaching a peak with $562 million in 1948. During the following two years, the 
motivating force of this type of Government investment subsided with expendi- 
tures of $218 million and $70 million in the calendar years 1944 and 1945, respec- 
tively. But whatever capacity was released from production for war pur- 
poses was readily absorbed for non-war purposes, particularly the industrial 
reconversion and the housing programs which gathered speed in 1945. 


The significance of gross investment for the economy as a whole is demon- 
strated by the fact that in a year like 1939, it made up about 20 per cent of gross 
national expenditure. If it is borne in mind that gross investment is a very 
volatile force in the economy, it becomes apparent that substantial fluctuations 
of this particular sector of economic activity would have considerable reper- 
cussions on the level of employment and income in the country. 


SUMMARY TABLE 1.—GROSS INVESTMENT AND GROSS NATIONAL 
EXPENDITURE, CANADA, 1939 


Item . Amount 
No! Type of Expenditure $ inillions 
Private Investment in Durable Physical Assets— 
i Industrial, commercial, financial, agricultural, institutional, and residential.... 442 
2 PMOLIC WELLEOS (DIT Va els OWE \ire 2 (ore /s: oharete'alatene atepeten gs larsbanahata re atep estore! soon pial aoa wane 57 
3 Sub-total (Items 1 and 2)............... Nees Dare ers wed oleae ee RED 499 
Public Investment in Durable Physical Assets— 
4 PITECH POVEINIVEN EG. 5 Feet are cir Ud trata se Sie tatalehe Sb are Mek pe mele MOISE ate euies = wha 167 
5 Public utilities’ (publicly-owned )...0.. FOP ee VS. a i etna 53 
6 Sab-total (items) 4 and5)). ee es Se: Se ONT 9 ete cis 220 
7 {Investment in durable physical assets excluding direct government (Items 3 and 5)... 552 
8 |Total investment in durable physical assets (Items 3 and 6)...............020 ee sees 719 
oF iChange in inventories (business.and tari) 2-022) 222i) Ee SOR 216 
10 ‘Gross domestic capital formation (Items 8 and 9)....... Biss IN HEEO APG 935 
1l Net balance of international payments, current transactions...............2++..045. 126 
ee otal gross investment (Items 10:and.11)@)H 0 22s 1, GOS I. 1,061 
Fen erosa National exDOnGtture cits. ois i. 4 Ouate acy beat eva cess ath ae as Sam eae cieine ds cess 5,495 


(@) Since the two sets of data are from different sources (see Section I) some minor items included are not entirely 
comparable. But such differences as do exist are not large enough to obscure a proper perspective. 
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2. Forecast and Anticipated Realization of Investment, 1946 


The bulk of anticipated investment in durable physical assets during 1946 
will come. from business enterprises. Manufacturing industries alone intend to 
spend some $400 million on new construction and major improvements and on 
new machinery and equipment (Items 1 and 7 of Summary Table 2). Public 
utilities (Item 5) are the next important group with some $284 million, while the 
remainder of $268 million is spread among a great variety of enterprises, including 
mining, woods operations, construction, commercial and financial enterprises and 
farming (Items 2 to 4 and 8). Total of new investment by business enterprises 
(other than residential real estate) is forecast at $952 million (Item 9). 


Investment expenditures by institutions and residential builders are put at 
$235 million (Item 10). If this outlay is added to expenditures contemplated 
by business, total investment expenditures on durable physical assets of $1,187 
million are forecast for the year 1946 (Item 11). 


But not all of these investment plans are likely to be realized this year. 
Although a number of industrial bottlenecks have been overcome, manpower 
and material shortages, particularly coal, steel and building materials, and 
strikes hold back a full realization of these intentions of industry, business and 
consumers. Taking account of these factors, it is estimated that total private 
investment in durable physical assets is not likely to exceed appreciably the 
$1 billion mark (Item 13). Nevertheless, such a level of investment in terms of 
dollar value would still be some 20 per cent above the 1945 level, and about 
80 per cent in excess of that attained in 1939. This increase will compensate in 
part for the decline in public expenditures which has followed the conclusion of 
the war. If investment plans involving comparatively large private expendi- 
tures can be realized, a high level of employment and income for the remainder 
of the year is indicated. 


SUMMARY TABLE 2._FORECAST AND ANTICIPATED REALIZATION OF INVESTMENT 
IN DURABLE PHYSICAL ASSETS (EXCLUDING DIRECT 
GOVERNMENT) CANADA, 1946 


Item 5 . Amount 
No Type of Expenditure $ walle 
1 Manufacturing (establishments with production exceeding $50,000 annually)........ 360 
2 Mime 5.55 ok og See aac ets i hs ei we hee wt ks AR Cs nas ee 25 
3-14 Woods operations: 2... bees .s 22 nner Lida aiale, Si Are ged ala DAP Neve + Sie eee 9 
4 Banking 0.5 463 8) ow os 5 ho kOe ae hed boiee han wees Re Rete seat) Se 4 
o> A be Ubi ebIes 8 wy 6 ce ek mee eee Se eae wale camels aan aid ae le ec, An in o> 284 
6 , Sub-total (lems bto 9) Oy a a a a 682 
7  |Manufacturing (establishments with production of $50,000 or less annually and new 
hrms not covered: bythe survey i004 Gisdwunss awn Ge cs cee ee ee oon ee 40 
8  /|Construction, commercial and financial enterprises (excluding banking) and farming ®) 230 
9 |All business enterprises other than residential real estate (Items 6 to 8).............. -. 982 
10__— {Institutions and residential buildings @........ as shah BUR Aaa oy GON URN ws citrate lar 235 
11 |Investment in durable physical assets (excluding direct government investment)— 
forecast: (Ttenis 0.and'103.0..55 02es see eee ie ey eee eas cee ee 1, 187 
12 |Allowance for non-realization because of supply difficulties®..............0..000005. 187 
13. |Investment in durable physical assets (excluding direct government investment)— 
anticipated, realization, (Item 11 less 12) s/t) Wien, BE eee UL). dni a 1,000 


Items 1 to 6 are based on the survey of investment intentions of business enterprises. 

@) Farm residential building is included in Item 8. 

®) This allowance is made for Items 1 to 5. e 
(4) Items 7 to 12 are estimates. 
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3. Capital, Repair and Maintenance Expenditures, by Types 
of Expenditures, Forecast 1946 


The business enterprises surveyed indicated that they intended to spend 
some $682 million for capital projects and some $488 million for repairs and 
maintenance of capital equipment, or a total of $1,170 million. Of this total, 
about two-fifths was expected to be spent on construction with three-fifths 
going into purchases and servicing of machinery and equipment (see Summary 
Table 3). 


SUMMARY TABLE 3.—FORECAST OF CAPITAL, REPAIR AND MAINTENANCE 
EXPENDITURES OF SELECTED TYPES® OF BUSINESS ENTERPRISE, 
BY TYPE OF EXPENDITURE, CANADA, 1946 


Item : Amount 
a, Type of Expenditure € millions Per cent 
Capital Expenditure— 
1 OnStRUCHLOT Ae tee NN a Pd A aOR: AST Rn i AAA 293 25-0 
2 DEAONINEEY ANG CC UTD TREN G86. (o 005 ote bie tly bes Bucy east eae ae ew 389 33-3 
3 DUMstOPaldl Pons and (2) eos, oe Lak en ce eae ee 682 58-3 
Repair and Maintenance Expenditure— 
4 Se ONSeT Ae LION Li ks NA ated Oe eT E ek, tin ie heey Je Rie pated bes dae nag 183 |, 15-6 
5 Machineryrand eq uipmentages oo. 60 jee ia 4 sin hay ones . mame ebay he 305 26-1 
6 Pup-botal (ivenis 4 and Oye oe A a er meh eee Benue 488 41-7 
Capital, Repair and Maintenance Expenditure— 
ri SO as Te) a he ri cer O ee Be mene heen xe PEN On or? AO ai 476 40-6 
8 PURE MINEEY ANU EC UIONIENG bo. ipsc)3 4 cial, Haw &acia sede Salads eee era 694 59-4 
9 Tacat Chteiie 68nd BO) 5.0 oe em ne cago 1,170 100-0 


(1) These include manufacturing, mining, woods operations, banking and public utilities (see Table I, Section III). 


4. Capital, Repair and Maintenance Expenditures, by Types of 
Industry, Forecast 1946 


Manufacturing enterprises with a gross value of annual production exceeding 
$50,000 indicated that they intended to spend some $548 million for capital, 
repairs and maintenance expenditures. Public Utilities also were contemplating 
substantial expenditures involving some $567 million due to the fact that the 
utilities had to catch up with a substantial backlog of maintenance work. In 
fact expenditures contemplated for this purpose are proportionately greater than 
those of manufacturing industries. Business enterprises such as mining, woods 
operations and banking intended to spend an additional $60 million making a 
total of declared intentions for capital, repair and maintenance expenditures 
of $1,170 million for 1946 (see Summary Table 4 and Figure I). 


5. Capital, Repair and Maintenance Expenditures, by Regions 
and Greater Cities, Forecast 1946 


If investment intentions of manufacturing industries are taken as an 
indication of industrial investment behaviour in general then more than a half 
of all capital, repair and maintenance expenditures are likely to be made in the 
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Province of Ontario. The survey indicated that 53-5 per cent of the total of 
$543 million would be concentrated in Ontario, with Quebec next in line with 
close to 30 per cent, followed by British Columbia, with 8-5 per cent, the Prairies 
with 5 per cent and the Maritimes with 4 per cent (see Summary Table 5 and 


Figure II). 


Data are available for intentions of manufacturing enterprises for six greater 
cities, including the cities proper. and surrounding communities. Greater 
Toronto with a population of about 900,000 and investment and maintenance 
expenditures of $83 million heads the list. Greater Montreal whose population 
of 1,140,000 is about one-quarter larger than that of Toronto, ranks second with 
expenditures of $75 million. Next in line is Hamilton with $42 million and 
Vancouver with $18 million, followed by Winnipeg with $8 million and Windsor 
with $6 million. Capital, repair and maintenance expenditures contemplated by 
manufacturing industries for 1946.in the above-mentioned six cities involves a 
total outlay of $232 million or about two-fifths of the total for Canada (see 
Summary Table 6). These figures indicate the heavy concentration of industrial 
development in a few of the larger urban centres in Canada. 


(1) Population figures from the Dominion Census 1941. 


SUMMARY TABLE 4.—FORECAST OF CAPITAL, REPAIR AND MAINTENANCE 
EXPENDITURES OF SELECTED TYPES OF BUSINESS 
ENTERPRISE, CANADA, 1946 


ony Type of Business Enterprise pee Per cent 
Manufacturing— 
1 Vesetablemrodnete war ke Mamba wae ts ies te Tk nd cia 84 7:2 
2 Animal products (except textiles i. icp cree awe. oe yok oe eae eee 25 2-1 
3 ‘Pextileg.s, Boye cho Beeb iih ee. e i Aka Sollee OS Works muh A. On oie reali 58 5-0 
4 Wood and naner productescernctaen to yi esi Bee ear ie eons lie oF 117 10-0 
5 Tron‘ andiate ar oauctes ier ehae a OO? bia ccc ouet Ra An sid tee a e 121 10-3 
6 Non-ferrous metal products 4.2 5 ore at ee nce PR eas a a4 4-5 
7 Non-metallic jprod wets) Wt ar tao os, ee eet, Ue, Miata 46 4-0 
8 Chemicals andsaliied: products, 0. e148 oe s-cORe te ne ee Re ee ke es 33 2-8 
9 Miscellaneoustias ope ke cee ies, awe occ ied oan ea at ta 6 065 
10 Manufacturing Total (Items 1 to 9)™../......0.0...0..,... 543 46-4 
Other Industry— 
11 BS ASOT ET aM re yc aicai Mins pei os: laa et nk le Nine Oitaed er cae bens SPA cot 42 3-6 
42 Wodds' operations i: . OR iere. VER. alee. MES ECE. etek 13 1-1 
13 Banking. soe 6. coi ee eM mean OLR eee toNe) BAL eas rs 5 0-4 
14 Other Industry Total (Items 11 to 18)®.................. 60 5-1 
Public Utilities— 
15 Gentral electrié. stations bet mies aut Peveciew sents + die Dias Ses bee 104 9-0 
16 ‘Lelep hones: uss ine cat oun mel wale in reco meltraak Mitiatek dwt Ae ee ee 70 6-0 
Pa BroadcH stings bea «MAR: ee Oe) bok IDO LO. MOG aay 5 0-4 
18 Steam rail wa yaceahd th be in.) decane aR hc ca deat is NOT A een fe ite, 265 22-7 
19 HICGEIG PAU WANS cue ar Ree men ReR I ne nce che cucte Samco Micon. eee 32 2-7 
20 AYE GRADSDOL ECA iio oc grea ROI ea ing eae ue a ea 20 1-7 
21 Water transports.,\.t.7 snds) as tb een a etary te ate leads: we tein Bees 39 3°3 
22 MOtOt Cartieriacmi Nene (et cs ie caine tars oc adie a ee 32 2-7 
23 Public Utilities Total (Items 15 to 22)@...........0....0 567 48-5 
24 GrandaLota! (items 1041 4-and 23) 2. ci. ck else Lotta 100-0 


f Figures set out for Manufacturing represent full coverage of all firms which in 1944 hada gross value of produc- 
tion of $50,000 and over (see page 9). 

(2) Figures for these groups represent full coverage with the exception of woods operations. 
totals of 197 firms are given which represent the major part of the industry. 


In this industry 
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SUMMARY TABLE 5.—FORECAST OF CAPITAL, REPAIR AND MAINTENANCE 
EXPENDITURES IN MANUFACTURING, BY REGIONS, 1946 


Amount 


Region € trillions Per cent 

IM APRESS). Uk RISA gar te Mg ena RR OSU ACD A aie ea cM On a a 20 Bhool 
ere ee OR es MR er RE Ue eB ioe ak wk 159 29-3 
(CTP USHENGS 2 ae Shunt mat DEIR IES. SM EN IAI 2 RT) PERI a ea aA RT a ee A aR a ee ee 290 53-5 
LETRAS 51 CoE eg) Ook BE AOS Se OR TP ote OE a | ena 27 5-0 
vans LOO eT Ob (oes co Clann Ie IE Ee a eR een RR Oh Vllno s ine 47 8-5 
OTANI AI Me ae Oe ee Bac Bn, ote Gece lahattn cee MEER EE lat a MLS 543 100-0 


See Tables 2 to 6, Section III. 


SUMMARY TABLE 6.—FORECAST OF CAPITAL, REPAIR AND MAINTENANCE 
EXPENDITURES IN MANUFACTURING, BY GREATER CITIES, 19460) 


Greater City ee Per cent 


Wiki Greil: RaeS AL 2 Le. lela ana uate ive ht MI seamen te ba gem dread) | AURA Sere RR MU MELE (0. 307 a 75 32-3 
PROTODCOM ise lbs ee ee ee Te te ee 83 35-8 
LUCIE, CEEY GRR TRE Shegone au aayearnan ee more cranes en erate Ee |. a 42 18-1 
WAT GISOTS 4h. o.3 2) eer cece re cet aren ernest TL i ME Os a eh aes ae 6 2-6 
Se em PM, NINA, Conia ye aco Aaah exe Ts Manin ah oe ee Oe ale ee 8 3°4 
aA eee tek Ecos) GR oy Lap sus Wiptaia nr aceoat amen Ee Sacha G, bode atts SCCM Meets Gis Bild a Tack ik 18 7:8 

NG PC RINNE) MEADE Jo ECR: a NR gnorrce epee) 2 sc eae, Sere aR 232 100-0 


@) See Tables 7 to 12, Section ITI. 
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SOURCE: ECONOMIC RESEARCH BRANCH, DEPT. RECONSTRUCTION AND SUPPLY. 
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